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Summary of L egislation: Thishill providesthat apublic school corporationisentitled to participatein any
group health programs established for state employees upon payment of the required premiumes.

Effective Date: July 1, 1999.

Explanation of State Expenditures: This bill can potentially affect the costs of providing health care
benefits to state employees.

Sincethedecisiontojoin the state health plan isoptional for school corporations, itislikely that therewould
beanimpact on premium pricesand claimscostsfaced by the state dueto adverse selection. Thiscould result
sincethose school corporationswith higher health plan costsresulting from higher claimsexperienceswould
tend to betheentitiesopting into the program. (Note: It isalso possiblethat someentitiesopting into the state
program could have more expensive plan structures, rather than just higher claims experiences, that would
contribute toward their higher health plan costs.)

There would likely be an impact on administrative costs to the state for covering and enrolling employees
of the school corporations. The additional costs would depend upon local school corporation decisions as
to participation in the state program. On the other hand, there could be some economies of size resultingin
system-wide administrative savings or reduction in workload among all of the participating school
corporations. These costs are undetermined and woul d depend upon the decisions of the school corporations
as to participation in the state program and upon the financial arrangements established by the state for
participation.

There could also potentially be some additional purchasing power off-setting some of the additional costs
due to adverse selection, depending upon the number and geographical distribution of school corporations
that opt into the state program. There are about 57,000 certified teacher FTEs (full-time equivalents), more
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than 9,000 certified non-teacher FTEs, and about 61,000 non-certified employees in school systems
throughout the state. This compares with 37,630 employees currently on the state health plans.

Although therelative impacts of adverse sel ection, purchasing power, and economies of size are not known,
much of the potential for additional discountsdueto added purchasing power may haveaready beenrealized
by the state. The risks due to adverse selection from optional participation islikely to be greater than the
benefits from additional purchasing power and economies of size.

Explanation of State Revenues:

Explanation of Local Expenditures: Thishill allowsactive and retired employees of school corporations
to participate in any health care plan offered by the state. The decision would be at the discretion of the
school corporation.

It is not known how many school corporationswould opt to participate in the state's health plan. However,
assuming corporations which would benefit from opting into the state plan would do so, these school
corporations would realize some savings for health benefits, as well as savings in the administration of
employee health plans. These savings are indeterminable and would differ among school corporations.

Thefollowingtablesdetail average premium prices, employer contributions, and empl oyee contributionsfor
school corporation health plans (288 corporationsreporting), the statetraditional plans, and thevariousstate
health maintenance organization (HMO) plans.

Single Person Plans
Average | Average Employer | Average Employee
Premium Contribution Contribution
School Corporations * 2,480.00 2,187.00 293.00
State Traditional Plans** 2,176.46 2,002.74 83.72
State HMO (Low)** 2,036.58 2,036.58 0.00
State HMO (High)** 2,085.72 2,085.72 0.00
* Datafor 1997/98 school year.
** Datafor FY 98 to match up with school corporation data.

Out of the 288 school corporations reporting, 199 (or 69%) had premium costs for single plans greater than
the cost of the state traditional plans.
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Family Plans

Average | Average Employer | Average Employee

Premium Contribution Contribution
School Corporations * 6,270.00 4,546.00 1,724.00
State Traditional Plans** 6,254.30 5,254.34 999.96
State HMO (Low)** 5,127.72 5,127.72 0.00
State HMO (High)** 6,242.86 5,254.34 988.52
* Datafor 1997/98 school year.
** Datafor FY 98 to match up with school corporation data.

Out of the 288 school corporationsreporting, 124 (or 43%) had premium costsfor family plans greater than
the cost of the state traditional plans.

Explanation of Local Revenues:

State Agencies Affected: State Department of Personnel

Local Agencies Affected: School Corporations

Information Sources: Keith Beesley, State Personnel Department, 232-3062.
Nelson Miller, Indiana School Boards Association, 639-0330
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